
( 
Value Line Extended Water Group 

Analysts’ Projected Short-Run Earnings Growth Rates 
Percent (%) 

IO 

8 

6 

4 

2 - 

0 
IBES Mean Zacks 

Growth Rates 
Value Line 



(-‘~ 
Public Utility Group 

Analysts’ Projected Short-Run Earnings Growth Rates 
Percent (%) 

16 
14 

12 
IO 
8 
6 
4 
2 
0 

8.90 

- 

DES Mean Zacks 
Growth Rates 

ValwLine 



I I I I 

Exhibit 7.1 
Schedule 9 
Page 1 of 4 



txtmt 1.1 
Schedule 9 
Page 2 of 4 

Interest Rate Trends for Investor-Owned Public Utility Bonds 
Yearly for 1995-1999 

Years Aaa Rated Aa Rated 

1995 7.68% 
1996 7.48% 
1997 7.43% 
1998 6.77% 
1999 7.21% 

Months 

February 1999 
March 1999 

April 1999 
May 1999 

June 1999 
July 1999 

August 1999 
September 1999 

October 1999 
November 1999 
December 1999 

January 2000 

6.56% 
6.78% 
6.80% 
7.09% 
7.37% 
7.33% 
7.54% 
7.55% 
7.73% 
7.56% 
7.74% 

,7.95% 

Twelve-Month Average 

7.77% 
7.57% 
7.54% 
6.91% 
7.51% 

6.94% 
7.11% 
7.11% 
7.38% 
7.67% 
7.62% 
7.82% 
7.82% 
7.96% 
7.82% 
8.00% 
8.17% 

A Rated 

7.89% 
7.75% 
7.60% 
7.04% 
7.62% 

7.09% 
7.26% 
7.22% 
7.47% 
7.74% 
7.71% 
7.91% 
7.93% 
8.06% 
7.94% 
8.14% 
g&yQ 

Baa Rated Averaae 

8.29% 7.92% 
8.16% 7.74% 
7.95% 7.63% 
7.26% 7.00% 
7.88% 7.55% 

7.41% 7.00% 
7.55% 7.18% 
7.51% 7.16% 
7.74% 7.42% 
8.03% 7.70% 
7.96% 7.66% 
8.16% 7.86% 
8.19% 7.87% 
8.32% 8.02% 
8.12% 7.86% 
8.28% 8.04% 
8.40% 8.22% 

Source of Information : Moody’s Investors Services, Inc. (Public Utility Manuals 
and Bond Surveys) 

I ! I 
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Yields on 
A-rated Public Utilitv Bonds 8 30-vear Treasurv Bonds 

Percent and Interest Rate Spreads , 
11.0 

1966 1969 1990 1991 1992 1993 1994 1995 1996 1997 1996 
NwJPub. -.-L. Util --- L-_---. 10.49 . ..-_... 9.77 ~.-- -- 9.86 9.36 8.68 7.59 8.30 7.89 7.75 ,_ 7.60 7.04 
3_E~~arTr=w!n --- .___ i!E...~. -~..~ !M?... 8.61 8.14 7.67 -6.59-- ~.-7x-. .-GS---.. -K? .._ --.-6.61-p-..-& 5.58 
Spread * 1.53 ,I.32 1.25 1.22 1 .Ol I .oo 0.93 1.01 1.04 0.99 1.46 



i- 

Percentage Points 

2.0 - 

1.8 

1.6 

1.2 

1.0 

0.8 71mn 
&:s3 

Mar-96 Jun-96 Sep-96 Des-96 Mar-97 Jun-97 Sep-97 Dee-97 Mar-98 Jun-98 Sep-98 Dee-98 Mar-99 Jun-99 Sew99 Dee-99 
m gz 
P - High--- 1.18 1.16 1.03 1.03 1 .oo C 

0.99 1.06 1.20 1.27 1.39 1.84 2.03 1.65 1.76 1.91 1.89 oc" Avg + 1.14 1.05 0.99 0.99 0.95 0.94 0.96 1.11 1.23 1.27 :(0-L ___ 1.51 1.86 1.73 1.68 1.81 1.79 
Low- 1.10 0.96 0.95 0.95 0.90 0.86 0.89 0.96 1.17 1.19 1.30 1.72 1.62 1.58 1.67 1.76 

Spreads are calculated daily, with the average covering an entire quarter 

Interest Rate Spreads 
A-rated Public Utility Bonds 

over 30-year Treasury Bonds 



22.81% 
3.04% 

ll.J9% 
9.44% 

-1.69% 
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Tabulation of Risk Rate Differentials for 
S&P Public Utility index and Public Utility’Bonds For the Years ~928-1999.1952-1999.1974-1999 an$lpz9rlp99 

Page 2 of 2 

Point 

Average. 
of the 

Midooint 

Geometric 
Range Estimate ’ of Range 

Arithmetic and Point Jotal ReturnS Median Mean Midpoint Mean Estimate 

1928-1999 
S&P Public Utilitv Index 8.87% 11.26% 11.01% 
Public Utility Bonds 

Risk Differential 

5.43% 4.36% 5.73% 

3.44% 6.90% 5.17% 5.28% 5.23% 

S&P Public Utility Index 11.43% 12.05% 

Li 
Public Utility Bonds 6.24% 4.80% 

12.53% 
6.59% 

Risk Differential 5.19% 7.25% 6.22% 5.94% 6.08% 

1974-l 999 
S&P Public Utility Index 14.10% 14.72% 15.38% 
Public Utility Bonds 9.34% 9.82% 9.76% 

Risk Differential 4.76% 4.90% 4.83% 5.62% 5.23% 

1979-1999 
S&P Public Utility Index 15.26% 14.82% 
Public Utility Bonds 10.08% 10.19% 

16.20% 
10.49% 

Risk Differential 5.18% 4.63% 4.91% 5.71% 5.31% 

I I 
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L.2 
Merrill Lynch and Value Line 

Adjusted Betas for 
the Value Line Extended Water Grow and the Public Utilitv Grouo 

JvIerrill Lvnch Value Line Average 
Adjusted Adjusted Adjusted 

&.k Is!& lite.ta 

Value Line Extended Water Group 
American Water Works 
American States Water Co 
California Water Service Grp 
Connecticut Water Service 
Middlesex Water Co 
Philadelphia Suburban Corp. 
Southwest Water Co. 

Average 

Public Utilitv GrOUD 
American Water Works 
Atmos Energy Corp 
Laclede Gas Co 

L 
NICOR, Inc. 
Peoples Energy Cot-p 
Philadelphia Suburban Corp 
SEMCO Energy, Inc. 

Average 

0.61 
0.66 
0.65 
0.33 
0.37 
0.23 
Q&l 

842. 

0.61 0.50 0.56 
0.47 0.55 0.51 
0.47 0.50 0.49 
0.50 0.60 0.55 
0.61 0.75 0.68 
0.23 0.55 0.39 
0.77 0.70 0.74 

m 

Source of Information: Merrill Lynch Security Price Index, January 2000 
Value Line Investment Survey, February 4,200O and December 24,1999 

0.50 
0.60 
0.55 
0.50 
0.45 
0.55 
L&5 

0.56 
0.63 
0.60 
0.42 
0.41 
0.39 
c!xL 



Percent (%) 

Interest Rate Trends 
for Treasury Constant Maturities 

7.0 

6.0 

5.0 

4.0 ’ ’ I I I I I I I I I I I I 
February 1999 March 1999 April 1999 my 1999 June 1999 July 1999 August 1999 September 1999 October 1999 November 1999)ecember 1999 January 2000 ~ 

Bond Yields 

1 -Year 2-Year 3-Year 5-Year 7-Year IO-Year 30-Year sic 
mi+ 

_.__-._. - - - - - .~~ . .._.-..-.. c?ii 
CnA 
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interest Rate Trends for Treas$w Constant iblaturities 

Li 
Yearly for 1995-1999 

and 

Years 1 -Year 

1995 5.95% 
1996 5.51% 
1997 5.63% 
1998 5.05% 
1999 5.08% 

2-Year 

6.16% 
5.84% 
5.99% 
5.13% 
5.43% 

6.26% 
5.99% 
6.10% 
5.14% 
5.49% 

5-Year 

6.39% 
6.18% 
6.22% 
5.15% 
5.54% 

February 1999 
March 1999 

April 1999 
May 1999 

June 1999 
July 1999 

August 1999 
September 1999 

October 1999 
November 1999 
December 1999 

January 2000 

Twelve-Month Average 

4.70% 
4.78% 
4.69% 
4.85% 
5.10% 
5.03% 
5.20% 
5.25% 
5.43% 
5.55% 
5.84% 
&g&l 

4.88% 
5.05% 
4.98% 
5.25% 
5.62% 
5.55% 
5.68% 
5.66% 
5.86% 
5.86% 
6.10% 
6.44% 

4.90% 
5.11% 
5.03% 
5.33% 
5.70% 
5.62% 
5.77% 
5.75% 
5.94% 
5.92% 
6.14% 
6.49% 

4.91% 
5.14% 
5.08% 
5.44% 
5.81% 
5.68% 
5.84% 
5.80% 
6.03% 
5.97% 
6.19% 
6.58% 

Source of Information : Federal Reserve Statistical Release 

-/-Year lo-Year 3O:Year 

6.50% 6.58% 6.88% 
6.34% 6.44% 6.70% 
6.32% 6.35% 6.61% 
5.28% 5.26% ~5.58% 
5.78% 5.64% 5.87% 

5.10% 
5.36% 
5.28% 
5.64% 
6.05% 
5.94% 
6.15% 
6.12% 
6.33% 
6.17% 
6.38% 
6.70% 

5.00% 
5.23% 
5.18% 
5.54% 
5.90% 
5.79% 
5.94% 
5.92% 
6.11% 
6.03% 
6.28% 
&@y& 

5.37% 
5.58% 
5.55% 
5.81% 
6.04% 
5.98% 
6.07% 
6.07% 
6.26% 
6.15% 
6.35% 
6.63% 

I , 
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Measures of the Risk Free Rate 
Usina Blue Chio Financial Forecasts 

The forecast Treasury yields per the consensus of nearly 50 economists reported in the m 
Chio Financial Forecasts dated March 1, 2000. 

Treasurv Note Yield 
1 O-Year 

First Quarter 2000 6.6% 6.4% “~ 
Second Quarter 2000 6.6 6.4 
Third Quarter 2000 6.6 6.4 
Fourth Quarter 2000 6.5 6.3 
First Quarter 2001 6.4 6.3 
Second Quarter 2001 6.4 6.2 

Treasurv Bond Yield 
30-Year 

Source of Information: Blue Chip Financial Forecasts, March 1, 2000. 
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Table 2-1 Basic Series: 
Summary Statistics of 
Annual Total Returns 
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From 1926 to 1999 

Series I 
GeomMee;i; Arithmetic Standard ~. 

Meon Deviation Distribution 

! I 

Large Company 
Stocks 11.3% 13.3% 20.1% 

I ;/ 

Small Company 
Stocks 12.6 17.6 33.6 

Long-Term 
Corporate Bonds 5.6 5.9 a.7 

Long-Term 
Government 5.1 5.5 9.3 

Intermediate-Term 
Government 5.2 5.4 5.8 

US. Treasury Bills 3.8 3.8 3.2 

inflation 3.1 3.2 4.5 
-- 

*The 1933 Small Company SrockTotal Return was 142.9 percent. 



Exhibit 7.1 
Schedule 12 
Page 1 of 6 

Comparable Earnings Approach for 
Value Line Extended Water Group and Public Utility Group 

All Value Line Non-Utility Companies with Timeliness of 2,3,4 and 5, 
Safety Ranking of 1, 2, 3 and 4, Financial Strength of 6, B+, B++.A and A+, 

Price Stabilitv 35 to 100. Beta’s of .45 to .75 

compe lndustrv Name 

21st Century Ins. Group INSPRPTY 3 3 6 75 0.7 
ALPHARMA Inc. MEDSUPPL 3 3 B 35 0.7 
Albert0 Culver ‘B COSMETIC 3 2 B++ 90 0.75 
Alexander & Baldwin MARITIME 3 3 B+ 80 0.7 
Alliant Techsystems DEFENSE 3 3 B 90 0.5 
Amerada Hess OILINTEG 2 3 B 90 0.7 
Ameron Int’l BUILDING 3 3 B+ 90 0.65 
Ametek Inc. DIVERSIF 3 3 B 60 0.75 
Ampco-Pittsburgh STEEL 3 3 B+ 55 0.65 
Anadarko Petroleum OILPROD 3 3 B+ 50 0.75 
Analogic Corp. INSTRMNT 4 3 B+ 55 0.7 
Apache Corp. OILPROD 2 3 B 55 0.7 
Applied Ind’l Techn. MACHINE 3 3 B+ 60 0.6 
Archer Daniels Midl’d FOODPROC 4 3 B+ 85 0.75 
Arrow Int’l MEDSUPPL 2 3 B+ 35 0.6 
Baldor Electric ELECEQ 4 2 B++ 90 0.65 
Bandag Inc. TIRE 4 2 B++ 90 0.75 
Banta Corp. PUBLISH 3 3 B+ 70 0.7 
Bassett Furniture FURNITUR 4 3 B++ 55 0.75 
Berry Petroleum ‘A OILPROD 2 3 B 75 0.6 
Bestfoods FOODPROC 3 1 A+ 95 0.75 
Bio-Rad Labs. ‘A MEDSUPPL 3 3 B+ 60 0.75 
Blair Corp. RETAILSP 4 3 B 40 0.6 
Bob Evans Farms RESTRNT 4 3 B++ 70 0.75 
Burlington Resources OILPROD 3 3 B++ 80 0.75 
Butler Mfg. BUILDING 3 3 B++ 65 0.75 
CLARCOR Inc. PACKAGE 3 3 B++ 75 0.75 
Calgon Carbon CHEMSPEC 3 3 B+ 45 0.7 
Canandaigua Brands ‘A’ALCO-BEV 2 3 B 35 0.65 
Caraustar Inds. PACKAGE 4 3 B 65 0.75 
Carpenter Technology STEEL 3 3 B 75 0.65 
Casey’s Gen’l Stores GROCERY 3 3 B 65 0.7 
Centex Construction CEMENT 3 3 B++ 55 0.7 
Chemed Corp. DIVERSIF 3 3 B 90 0.6 
Church & Dwight HOUSEPRD 2 3 Ei++ 80 0.65 
Cincinnati Financial INSPRPTY 4 2 B++ 80 0.75 
ConAgra Inc. FOODPROC 3 2 A 80 0.7 
Consol. Papers PAPER 3 3 B 85 0.7 
Coors (Adolph) ‘B ALCO-BEV 3 3 B+ 50 0.65 
Crawford & Co. ‘B FINSVCS 3 3 A 55 0.75 
Curtis+Wright MACHINE 3 2 B++ 90 0.65 
Darden Restaurants RESTRNT 3 3 B+ 70 0.65 
Dean Foods FOODPROC 3 3 B+ 85 0.7 
Dentsply Int’l MEDSUPPL 3 3 B++ 70 0.65 

Time- 
liness Safety Financial 

Rank Strength Rank 
Price 

st&&ty 
Technical 
4%!Llk 

3 

i 
3 
4 
3 
3 
3 
3 
3 
3 
i 

'3 
4 
i 
3 
4 
3 
3 
3 
3 
3 
3 
4 
4 
4 
3 
2 
3 
3~ 
3 
3 
3 
3 
2 
4 
3 
3 
3 
2 
3 
4 
3 
3 



:i../ 

\si 

Diagnostic Products 
Dial Corp. 
Donaldson Co. 
Earthgrains Co. 
Fansteel Inc. 
Flowers Inds. 
Franklin Electric 
Fuller (H.B.) 
G&K Services:‘A 
GAINSCO Inc. 
Gallagher (Arthur J.) 
Gaylord Entertainm. 
Gen’l Mills 
Guilford Mills 
Haemonetics Corp. 
Haverty Furniture 
Heinz (H.J.) 
Hershey Foods 
Hormel Foods 
Houghton Mifflin 
Hunt Corp. 
IBP Inc. 
Int’l Aluminum 
Interstate Bakeries 
Jo-Ann Stores 
Johnson Worldwide 
Justin Inds. 
K2 Inc. 
Kellogg 
Kellwood Co. 
Kelly Services ‘A 
Kerr-McGee Corp. 
Kimball Int’l ‘8’ 
Lancaster Colony 
Lance Inc. 
Lawson Products 
Lear Corp. 
Libbey Inc. 
Liberty Corp. 
Lillian Vernon 
Lincoln Elec Hldgs. 
Marcus Corp. 
Markel Corp. 
McClatchy Co. 
McCormick & Co. 
Modine Mfg. 
Murphy Oil Corp. 
NCH Corp. 
Nabisco Holdings ‘A 
National Presto Ind. 
New England Bus. 
Noble Affiliates 
OM Group 
Old Nat’1 Bancorp 
Oneida Ltd. 

v 
Overseas Shipholding 
Owens & Minor 
Patterson Dental 
Performance Food 

MEDSUPPL 
HOUSEPRD 
MACHINE 
FOODPROC 
METALFAB 
FOODPROC 
ELECEQ 
CHEMSPEC 
INDUSRV 
INSPRPTY 
FINSVCS 
ENTRTAIN 
FOODPROC 
TEXTILE 
MEDSUPPL 
RETAILSP 
FOODPROC 
FOODPROC 
FOODPROC 
PUBLISH 
OFFICE 
FOODPROC 
BUILDING 
FOODPROC 
RETAILSP 
RECREATE 
BUILDING 
RECREATE, 
FOODPROC 
APPAREL 
INDUSRV 
OILINTEG 
FURNITUR 
HOUSEPRD 
FOODPROC 
METALFAB 
AUTO-OEM 
HOUSEPRD 
INSLIFE 
RETAILSP 
MACHINE 
HOTELGAM 
INSPRPTY 
NWSPAPER 
FOODPROC 
AUTO-OEM 
OILINTEG 
CHEMSPEC 
FOODPROC 
APPLIANC 
OFFICE 
OILPROD 
CHEMSPEC 
BANKMID 
HOUSEPRD 
MARITIME 
MEDSUPPL 
MEDSUPPL 
FOODWHOL 

4 
3 
2 
3 
4 
5 
3 
3 
5 
3 
3 
4 
4 
4 
3 
3 
4 
5 
3 
4 
3 
3 
4 
5 
3 
2 
3 
3 
4 
3 
3 
2 
3 
? 
5 
3 
3 
4 
4 
3 
3 
3 
5 
2 
3 
4 
2 
3 
4 
4 
3 
3 
2 
4 
2 
3 
3 
2 
3 

3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
2 
3 
2 
3 
3 
3 
1 
2 
2 
3 
3 
3 
2 
3 
3 
3 
3 
3 
2 
3 
2 
3 
3 
3 
3 
2 
3 
3 
3 
3 
3 
3 
2 
3 
2 
3 
3 
2 
3 
2 
3 
3 
3 
1 
3 
3 
3 
3 
3 

B++ 65 0.7 
B++ 60 0.75 
B++ 75 0.7 
B+ 65 0.6 
B 45 0.7 

B+ 70 0.65 
B+ 80 0.5 
B+ 65 0.7 
B+ 45 0.7 

B++ 50 0.7 
A 95 0.7 
B’ 65 0.75 

B++ 100 0.65 
B 65 0.75 

B+ 65 0.65 
B 50 0.75 

AC 95 0.75 
A 95 0.7 
A 90 0.5 

B++ 75 0.75 
B 60 0.75 

B+ 60 0.7 
B+ 100 0.55 
B+ 65 0.7 
B 50 0.75 
B 40 0.75 
B 60 0.65 

BC 35 0.75 
A 90 0.75 

B++ 50 0.65 
A+ 70 0.75 
B+ 85 0.7 

B++ 65 0.75 
B+ 75 0.7 
B+ 75 0.6 
A 85 0.6 
B 50 0.75 
B 75 0.55 

B+ 95 0.75 
B+ 55 0.7 
A 60 0.75 
B 70 0.75 

B++ 95 0.7 
B++ 80 0.75 
B++ 90 0.6 
B+ 60 0.75 
B+ 90 0.7 

B++ 95 0.6 
B 75 0.75 

B+ 100 0.55 
B++ 70 0.65 

B 50 0.75 
B 55 0.75 
A 100 0.55 
B 45 0.7 
B 60 0.65 
B 40 0.65 

B+ 50 0.5 
B+ 40 0.75, 
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3 
3 
3 
3 
3 
4 
3 
3 
3~ 
2 

~3 
3, 
3 
4 
2 

~3 
3 
3 
3 
3 
4 
3 
4 
3 
3 
3 
3 
3 
3 
3 
3 
2 
3 
3 
4 
3 
4 
3 
3 
3 
3 
3 
4 
3 
3 
3 
3 
4 
3 
3 
3 
3 
3 
3 
3 
2 
3 
2 
3 



Perrigo Co. 
Phillips Petroleum 

L Pittston Brinks 
Quaker Chemical 
Quaker Oats 
RLI Corp. 
RPM Inc. 
Rayonier Inc. 
Regal-Beloit ., 
Riviana Foods 
Rogers Corp. 
Roper Inds. 
Ruddick Corp. 
Ryan’s Family 
Safeway Inc. 
Salient 3 Communic. 
Sara Lee Corp. 
Schulman (A.) 
Selective Ins. Group 
Sequa Corp. ‘A’ 
Simpson Inds. 
Smucker (J.M.) ‘A’ 
SpaceLabs Medical 
Standard Register 
Sysco Corp. 
Tecumseh Products ‘A 
Tennant Co. 
Texaco Inc. 
Thomson Corp. 
Times Mirror Co. 
Tredegar Corp. 
U.S. Foodservice 
UST Inc. 
USX-Marathon Group 
Ultramar Diamond 
United Industrial Corp. 
Unitrin Inc. 
Universal Corp. 
Universal Foods 
VICORP Restaurants 
Valmont Inds. 
Valspar Corp. 
WD-40 Co. 
Wendy’s Int’l 
West Pharmac. Svcs. 
Wolohan Lumber 
Worthington Inds. 

Averages 

Barometer Groups 

DRUG 
OILINTEG 
DIVERSIF 
CHEMSPEC 
FOODPROC 
INSPRPTY 
CHEMSPEC 
PAPER 
MACHINE 
FOODPROC 
ELECTRNX 
MACHINE 
GROCERY 
RESTRNT 
GROCERY 
TELEQUIP 
FOODPROC 
CHEMSPEC 
INSPRPTY 
DIVERSIF 
AUTO-OEM 
FOODPROC 
MEDSUPPL 
OFFICE 
FOODWHOL 
MACHINE 
MACHINE 
OILINTEG 
NWSPAPER 
NWSPAPER 
CHEMSPEC 
FOODWHOL 
TOBACCO 
OILINTEG 
OILINTEG 
DEFENSE 
FINSVCS 
TOBACCO 
FOODPROC 
RESTRNT 
DIVERSIF 
CHEMSPEC 
CHEMSPEC 
RESTRNT 
MEDSUPPL 
BUILDSUP 
STEEL 

- Range 

3 3 B+ 55 0.55 
4 3 B+ 90 0.75 
4 3 B++ 65 0.7 
3 3 B+ 65 0.7 
3 3 B 95 0.6 

‘4 3, B+ 90 0.7 
5 3 B 90 0.75 
4 3 B 90 0.75 
3 3 B 55 0.75 
3 3 B++ 55 0.5 
2 3 B+ 65 0.75 
2 3 B+ 50 0.75 
4 3 B+’ 65 0.5 
3 3 B++ 60 0.7 
3 3~ B++ 75 0.75 
3 3 B 35 0.7 
4 1 A+ 85 0.7 
3 3 B+ 45 0.6 
4 3 B+ 85 0.65 
4 3 B 50 0.75 
3 3 B+ 60 0.7 
3 
3 
5 
2 
3 
4 
4 
4 
3 
4 
3 
3 
3 
2 
4 
4 
3 
3 
2 
3 
2 
5 
4 
5 
2 
3 

32 

3 
3 
3 
1 
2 
2 
1 
3 
2 
3 
3 
2 
3 
3 
3 
2 
2 
2 
3 
3 
3 
2 
3 
3 
3 
3 

22 

B++ 80 0.7 
B 70 0.65 
B 80 0.5 

A+ 95 0.75 
A 80 0.6 

B++ 85 0.55 
A 95 0.65 
B+ 85 0.75 
A 75 0.75 
B 50 0.7 

B+ 55 0.7 
A 85 0.65 

B+ 75 0.7 
B 55 0.75 
B 45 0.65 

B++ 95 0.75 
A 85 0.65 

B++ 90 0.7 
B 65 0.65 
B 60 0.6 

B+ 90 0.65 
A 85 0.5 
A 70 0.75 

B+ 95 0.5 
B 70 0.65 

B++ 60 0.7 

8+ 293 Q&B 
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3 
3 
4 
3 
3 
3 
4 
3 
3 
3 
2 
2~ 
3 

3 
3 
4 
3 
4 
3 
3 
3 
3 
4 
4 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
4 
3 
3 
2 

Source of Information: Value Line Investment Survey for Windows, February 2000 
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Comparable Earnings Approach 
Five Year Average Historical Earned Returns 

for the Years 1994-1998 and 
Proiected 3-5 Year RetwE 

Sompanv Name 

Zlst Century Ins. Group 
ALPHARMA Inc. 
Alberta Culver ‘3’ 
Alexander & Baldwin 
Alliant Techsystems 
Amerada Hess 
Ameron Int’l 
Ametek Inc. 
Ampco-Pittsburgh 
Anadarko Petroleum 
Analogic Corp. 
Apache Corp. 
Applied Ind’l Techn. 
Archer Daniels Midl’d 
Arrow Int’l 
Baldor Electric 
Bandag Inc. 
Benta Corp. 
Bassett Furniture 
Berry Petroleum ‘A’ 
Bestfoods 
Bio-Rad Labs. ‘A 
Blair Corp. 
Bob Evans Farms 
Burlington Resources 
Butler Mfg. 
CLARCOR Inc. 
Calgon Carbon 
Canandaigua Brands ‘A 
Caraustar Inds. 
Carpenter Technology 
Casey’s Gen’l Stores 
Centex Construction 
Chemed Corp. 
Church & Dwight 
Cincinnati Financial 
ConAgra Inc. 
Consol. Papers 
Coors (Adolph) ‘B 
Crawford & Co. ‘B 
Curtis+Wright 
Darden Restaurants 
Dean Foods 
Dentsply Int’l 
Diagnostic Products 

1994 

NMF 
8.5% 

13.5% 
11.8% 

3.6% 
1 .O% 
7.2% 

53.3% 
4.6% 
5.3% 
8.0% 
4.9% 
8.4% 
9.6% 

21.7% 
14.3% 
21.7% 
14.2% 

8.5% 
NMF 

27.6% 
12.0% 
18.8% 
13.6% 

6.0% 
19.4% 
17.6% 

6.9% 
13.0% 
34.7% 
16.0% 
12.7% 

8.2% 
8.4% 
6.9% 

10.4% 
16.3% 

8.5% 
7.2% 

19.0% 
12.3% 

8.7% 
13.5% 
18.1% 
12.4% 

14.9% 
9.2% 

14.2% 
6.1% 

37.8% 
NMF 
9.3% 

50.3% 
8.1% 
2.3% 
6.3% 
2.4% 

10.2% 
13.6% 
18.0% 
15.3% 
22.4% 
13.8% 

7.7% 
13.3% 
27.6% 
16.7% 
12.3% 
10.5% 

1.1% 
22.9% 
16.8% 

9.8% 
12.0% 
30.9% 
18.0% 
13.0% 

7.4% 
10.0% 

6.6% 
8.5% 

17.4% 
19.8% 

4.9% 
16.3% 
10.6% 

9.2% 
13.7% 
17.1% 
14.8% 

15.2% 
NMF 

14.8% 
9.1% 

24.7% 
7.0% 

10.6% 
39.5% 

9.9% 
8.7% 
6.2% 
8.0% 

12.3% 
11.3% 
14.9% 
17.6% 
19.9% 
12.1% 

6.3% 
17.4% 
27.8% 
16.9% 

7.1% 
8.5% 

10.9% 
20.7% 
16.4% 
10.0% 

7.6% 
33.9% 
19.5% 
11.6% 
12.8% 
14.6% 
12.8% 

7.0% 
24.2% 
14.1% 

6.6% 
19.3% 

8.8% 
9.7% 
9.5% 

18.4% 
12.6% 

19.0% 
7.3% 

15.2% 
9.6% 

25.6% 
0.4% 

12.7% 
31.6% 
11.1% 

9.6% 
9.3% 
9.0% 

13.1% 
9.2% 

14.9% 
16.6% 
16.4% 
12.5% 

6.5% 
17.2% 
56.1% 
10.3% 

6.2% 
10.0% 
11.9% 
13.5% 
16.5% 
10.3% 
12.8% 
23.9% 
13.4% 
12.7% 
14.6% 

7.5% 
13.7% 

6.3% 
24.9% 

9.0% 
9.3% 

21.9% 
12.6% 

5.0% 
15.3% 
17.6% 

9.8% 

12.9% 
10.2% 
15.6% 

8.6% 
57.0% 

- NMF 
9.7% 

32.5% 
11.0% 

NMF 
9.5% 
1.6% 

10.2% 
6.8% 

16.3% 
16.9% 
12.7% 
12.9% 

7.0% 
4.6% 

67.5% 
11.3% 

8.6% 
12.2% 

2.8% 
11.8% 
17.2% 

6.2% 
14.6% 
22.2% 
12.7% 
13.3% 
19.4% 

8.9% 
15.9% 

4.3% 
22.6% 

7.9% 
10.2% 
15.4% 
12.7% 
10.0% 
14.2% 
19.4% 
10.1% 

I 

Average 

15.5% 
8.8% 

14.7% 
9.0% 

29.7% 
2.8% 
9.9% 

41.4% 
8.9% 
6.5% 
7.9% 
5.2% 

10.8% 
10.1% 
17.2% 
16.1% 
18.6% 
13.1% 

7.2% 
13.1% 
41.3% 
13.4% 
10.6% 
11.0% 

6.5% 
17.7% 
16.9% 

8.6% 
12.0% 
29.1% 
15.9% 
12.7% 
12.5% 

9.9% 
11.2% 

7.3% 
21.1% 
11.9% 

7.6% 
18.4% 
11.4% 

8.5% 
13.2% 
18.1% 
11.9% 

Projected 
3.5Year 
~JTce&Lm 

14.0% 
13.0% 
13.0% 
14.0% 
21.0% 

7.5% 
10.0% 
17.5% 
11.5% 
15.0% 

9.5% 
8.5% 

11 .O% 
8.0% 

14.5% 
16.5% 
12.0% 
14.0% 

8.0% 
17.0% 
51.5% 
10.5% 

7.5% 
13.5% 
13.0% 
12.5% 
15.5% 
13.0% 
17.0% 
20.0% 
12.5% 
12.0% 
13.0% 
11.5% 
20.0% 

7.0% 
24.0% 
11.5% 
12.0% 
20.0% 
11.5% 
13.0% 
18.5% 
16.0% 
14.5% 



Dial Corp. 
Donaldson Co. 
Earthgrains Co. 
Fansteel Inc. 
Flowers Inds. 
Franklin Electric 
Fuller (H.B.) 
G&K Services .'A 
GAtNSCO Inc. 
Gallagher (Arthur J.) 
Gaylord Entertainm. 
Gen'l Mills 
Guilford Mills 
Haemonetics Corp. 
Haverty Furniture 
Heinz (H.J.) 
Hershey Foods 
Hormel Foods 
Houghton Mifflin 
Hunt Corp. 
IBP Inc. 
Int'l Aluminum 
interstate Bakeries 
Jo-Ann Stores 
Johnson Worldwide 
Justin Inds. 
K2 Inc. 
Kellogg 
Kellwood Co. 
Kelly Services 'A 
Kerr-McGee Corp. 
Kimball Int'l 'B 
Lancaster Colony 
Lance inc. 
Lawson Products 
Lear Corp. 
Libbey Inc. 
Liberty Corp. 
Lillian Vernon 
Lincoln Elec Hldgs. 
Marcus Corp. 
Markel Corp. 
McClatchy Co. 
McCormick & Co. 
Modine Mfg. 
Murphy Oil Corp. 
NCH Corp. ., 
Nabisco Holdings 'A 
National Presto Ind. 
New England Bus. 
Noble Affiliates 
OM Group 
Old Nat'1 Bancorp 
Oneida Ltd. 
Overseas Shipholding 
Owens & Minor 
Patterson Dental 
Performance Food 
Perrigo Co. 
Phillips Petroleum 

-_ 
16.8% 

11.0% 
17.4% 

__ -- 
7.2% 6.5% 

10.7% 13.9% 
28.8% 19.2% 
11.2% 9.8% 
14.7% 15.4% 
18.6% 17.7% 
35.7% 35.1% 
21.4% 15.6% 
33.5% NMF 
10.3% 12.6% 
17.4% 16.6% 

9.6% 8.6% 
23.9% 24.4% 
18.3% 25.8% 
17.8% 16.5% 
13.7% 8.2% 
13.3% 13.8% 
23.4% 27.4% 

7.1% 11.9% 
11.7% 10.5% 

7.3% 9.6% 
6.4% 7.1% 

16.6% 10.8% 
13.2% 11.3% 
39.0% 47.9% 

8.1% 8.6% 
14.1% 14.6% 

6.2% 9.7% 
10.0% 11.2% 
25.3% 25.4% 
11.6% 9.8% 
15.6% 17.2% 
28.0% 16.2% 

__ 
10.5% 
12.4% 

__ 
10.7% 
13.4% 

9.3% 
21.9% 
22.2% 

6.8% 
11.3% 
10.1% 

8.8% 
19.2% 

0.8% 
14.7% 
12.6% 
14.2% 

NMF 
9.6% 

24.9% 
9.6% 

16.5% 
12.4% 

-- 
9.6% 
5.6% 

18.6% 
11.3% 
16.2% 

7.5% 
18.8% 
.17.6% 

2.7% 
12.1% 

7.4% 
7.7% 

17.8% 
4.1% 

16.1% 
12.1% 
17.0% 

NMF 
NMF 

22.6% 
14.2% 
13.0% 
16.5% 

22~ 00 
3.2% 
7.7% 

10.1% 
21.5% 
10.2%. 
16.2% 
14.6% 
34.0% 
17.1% 

NMF 
11.4% 
14.6% 

8.1% 
27.0% 
26.6% 
11.2% 
11.4% 
24.6% 
16.5% 

6.5% 
5.3% 

13.4% 
3.1% 
9.2% 

13.3% 
49.0% 
10.5% 
14.1% 
16.7% 
12.0% 
23.5% 
13.3% 
15.5% 
14.9% 

-- 
10.3% 
4.7% 

19.0% 
10.9% 
13.0% 

8.5% 
18.5% 
16.5% 
12.3% 
11.5% 

9.2% 
6.0% 

20.6% 
11.6% 
16.2% 
13.1% 
14.6% 

0.3% 
5.3% 

19.9% 
10.9% 
10.5% 
18.2% 

26.2% 
20.8% 

6.2% 
6.6% 

15.3% 
25.0% 
11.9% 
17.2% 
10.1% 
32.5% 

5.2% 
96.0% 
10.6% 

8.5% 
6.4% 

36.2% 
39.4% 
13.2% 
13.4% 

NMF 
9.5% 
5.9% 

18.0% 
13.3% 

2.0% 
9.6% 

11.6% 
70.6% 
11.1% 
14.4% 
13.5% 
13.7% 
24.1% 
16.1% 
15.3% 
17.2% 
36.1% 
10.5% 

6.4% 
19.5% 
11.1% 

9.8% 
11.2% 

5.0% 
17.2% 
12.3% 

9.6% 
10.3% 

6.8% 
25.6% 
11.1% 
12.8% 
12.7% 
19.3% 

2.4% 
9.4% 

19.4% 
9.9% 

10.6% 
16.7% 

26.3% 
22.3% 

8.0% 
11.4% 
15.6% 
27.1% 
10.9% 
16.2% 

NMF 
27.8% 

4.8% 
NMF 
9.7% 
9.5% 

10.7% 
46.9% 
31.9% 
15.0% 
10.2% 
14.9% 
14.6% 

8.9% 
22.6% 
11.2% 
4.6% 
9.1% 
7.1% 

61.7% 
13.4% 
15.8% 

3.8% 
12.3% 
23.4% 
14.8% 
13.6% 
16.0% 
39.8% 

9.8% 
4.0% 

19.1% 
10.2% 
10.0% 
7.6% 

27.2% 
16.3% 

4.5% 
11.6% 

8.3% 
7.8% 

22.0% 
NMF 

12.0% 
14.5% 
16.3% 

1.2% 
16.6% 
18.8% 
10.6% 
10.2% 

8.0% 

I 
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28.2% 
19.3% 

5.6% 
7.9% 

13.1% 
24.3% 
10.8% 
15.9% 
15.3% 
33.0% 
12.8% 
64.8% 
10.9% 
13.3% 

9.1% 
32.1% 
28.4% 
14.7% 
11.4% 
16.7% 
18.3% 

8.1% 
13.6% 
11.0% 

4.7% 
11.1% 
11.3% 
53.6% 
10.3% 
14.6% 
10.0% 
11.8% 
24.3% 
13.1% 
15.4% 
18.5% 
38.0% 
10.1% 

7.0% 
19.1% 
10.8% 
12.5% 

8.8% 
18.3% 
16.0% 

7.7% 
11.2% 

9.1% 
7.4% 

21.0% 
6.9% 

14.4% 
13.0% 
16.3% 

1.3% 
10.2% 
21.1% 
11.1% 
12.6% 
14.4% 

21.0% 
21 .O% 
10.0% 
10.0% 
19.0% 
20.0% 
13.5% 
17.0% 
11.0% 
20.0% 

5.5% 
NMF 
6.5% 

16.0% 
15.5% 
59.5% 
32.0% 
24.0% 
14.5% 
19.0% 
11.5% 
10.5% 
23.0% 
11.5% 

7.0% 
10.5% 

6.5% 
47.5% " 
15.0% 
15.0% 
24.5% 
14.5% 
24.5% 
19.5% 
14.5% 
14.5% 
23.5% 
10.5% 

9.5% 
18.5% 

9.5% 
6.5% 
9.5% 

33.5% 
14.0% 
14.0% 
10.5% 
12.0% 

9.0% 
21.5% 
12.5% 
11.5% 
16.0% 
16.5% 

8.0% 
14.5% 
15.0% 
14.0% 
12.0% 
17.5% 



Pittston Brink’s 
Quaker Chemical 
Quaker Oats 
RLI Corp. 
RPM Inc. 
Rayonier Inc. 
Regal-B&it 
Riviana Foods 
Rogers Corp. 
Roper Inds. 
Ruddick Corp. 
Ryan’s Family 
Safeway Inc. 
Salient 3 Communic. 
Sara Lee Corp. 
Schulman (A.) 
Selective Ins. Group 
Sequa Corp. ‘A 
Simpson Inds. 
Smucker (J.M.) ‘A 
SpaceLabs Medical 
Standard Register 
Sysco Corp. 
Tecumseh Products ‘A 
Tennant Co. 
Texaco Inc. 
Thomson Corp. 
Times Mirror Co. 
Tredegar Corp. 
U.S. Foodservice 
UST Inc. 
USX-Marathon Group 
Ultramar Diamond 
United Industrial Corp. 
Unitrin Inc. 
Universal Corp. 
Universal Foods 
VICORP Restaurants 
Valmont Inds. 
Valspar Corp. 
WD-40 Co. 
Wendy’s Int’l 
West Pharmac. Svcs. 
Wolohan Lumber 
Worthington Inds. 

Average 

Median 

19.3% 
9.7% 

64.7% 
NMF 

16.7% 
10.7% 
20.9% 

-- 
22.5% 
25.2% 
10.9% 
11.3% 
38.9%, 

4.2% 
19.9% 
12.9% 
11.6% 

NMF 
14.7% 
14.1% 
10.3% 
11.4% 
17.5% 
15.3% 
16.4% 

9.4% 
13.1% 

6.5% 
0.8% 

_- 
107.2% 

2.7% 
-- 

5.9% 
8.4% 

10.2% 
17.9% 

5.7% 
12.6% 
25.0% 
48.7% 
14.3% 
12.0% 
10.0% 
16.8% 

19.7% 
7.1% 

15.2% 
5.0% 

17.6% 
15.4% 
24.2% 
14.6% 
21.8% 
22.0% 
12.4% 
11.0% 
41 .O% 

4.2% 
16.8% 
13.2% 
12.1% 

0.1% 
14.6% 
10.7% 

9.8% 
11.6% 
17.9% 
13.6% 
17.2% 
12.1% 
12.2% 

NMF 
14.1% 

6.4% 
146.4% 

7.8% 
7.2% 
1 .O% 
9.9% 
9.3% 

15.7% 
NMF 

15.5% 
22.4% 
46.0% 
16.4% 
11.3% 

5.5% 
79.8% 

j 

19.ok 
12.5% 
14.3% 
12.8% 
15.5% 
12.6% 
20.2% 
15.7% 
18.1% 
21.0% 
12.3% 
12.6% 
38.8% 

7.2% 
19.7% 

9.7% 
11.7% 

1.6% 
15.2% 
10.6% 

7.7% 
13.9% 
10.8% 
12.2% 
16.3% 
16.1% 

9.1% 
13.8% 
17.7% 
11.8% 

164.5% 
15.6% 

7.1% 
7.1% 
9.0% 

17.1% 
17.4% 

1.8% 
17.8% 
22.0% 
45.1% 
14.8% 
12.5% 

6.2% 
14.3% 

19:3% 
16.1% 

NMF 
11.3% 
15.9% 
13.8% 
20.5% 
15.8% 
17.5% 
20.4% 
12.5% 
12.4% 
28.9% 

NMF 
22.3% 
12.9% 
12.3% 

3.3% 
13.4% 
12.0% 

7.2% 
13.7% 
21.6% 
10.0% 
18.1% 
14.8% 
11.4% 
28.6% 
20.9% 
12.1% 

100.3% 
17.5% 

9.0% 
8.3% 
9.9% 

21.5% 
17.0% 

5.3% 
18.1% 
22.3% 
41.6% 
15.2% 
13.1% 

6.0% 
13.0% 

17.1% 
15.3% 

NMF 
9.6% 

15.5% 
10.0% 
19.1% 
16.4% 
12.5% 
20.0% 
11.4% 
14.4% 
26.2% 

1.6% 
59.1% 
14.2% 

8.8% 
4.3% 

13.4% 
11.6% 

NMF 
11.4% 
23.9% 

9.8% 
19.3% 

7.6% 
7.1% 

18.9% 
20.7% 
10.7% 
97.2% 

7.4% 
10.6% 

9.5% 
8.4% 

23.8% 
17.9% 

6.6% 
15.7% 
21.2% 
39.8% 
13.9% 
16.3% 

6.9% 
10.5% 

Source of Information: Value Line Investment Survey for Windows, February 2000 
Value Line Investment Survey (Various Editions) 

18.9% 
12.1% 
31.4% 

9.7% 
16.2% 
12.5% 
21.0% 
15.6% 
18.5% 
21.7% 
11.9% 
12.3% 
34.8% 

4.3% 
28.0% 
12.6% 
11.3% 

2.3% 
14.3% 
11.8% 

8.8% 
12.4% 
19.9% 
12.2% 
17.5% 
12.0% 
10.6% 
17.0% 
14.8% 
10.3% 

123.1% 
10.2% 

8.5% 
6.4% 
9.1% 

16.4% 
17.2% 

4.9% 
15.9% 
22.6% 
44.2% 
14.9% 
13.0% 

6.9% 
14.9% 

Exhibit 7.1 
Schedule 12 
Page 6 of 6 

16.5% 
15.0% 

NMF 
10.5% 
14.5% 
15.0% 
13.5% 
19.5% 
13.0% 
23.5% 
12.5% 
13.0% 
19.0% 

4.5% 
49.0% 
12.0% 
10.5% 

8.0% 
12.0% 
14.5% 

8.0% 
11.0% 
21 .O% 
10.5% 
17.0% 
14.5% 
10.5% 
25.0% 
14.0% 
13.5% 
74.5% 
16.0% 
14.0% 
11.0% 

9.5% 
18.0% 
18.5% 
12.5% 
12.5% 
18.0% 
39.5% 
16.5% 
17.5%~ 

8.0% 
16.0% 
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Illinois-American Water Company 
Comparative Results of 

Cost of Equity Methods/Models 

Water Public Utility 
Group Group 

DCF 

Risk Premium 

CAPM 

Comparable Earnings 

9.84% 12.25% 

12.25% 12.75% 

13.06% 13.29% 

13.35% 13.35% 

I I 


